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STATISTICS OF INCOME DIVISION
PUBLICATIONS AND TAPES

Statistical Information Services Desk
(202) 874-0410
FAX (202) 874-0922

The following Statistics of Income (SOI) reports and tapes can be purchased from the Statistics of Income
Division (unless otherwise indicated). Prepayment is required, with checks made payable to the IRS  Accounting
Section. For copies from the Statistics of Income Division, please write:

Director, Statistics of Income Division (R:S)
Internal Revenue Service

P. O. Box 2608

Washington, DC 20013-2608.

BUSINESS SOURCE BOOKS:

® Corporation Source Book, 1988, Publication 1053 -- Price $175.00

This 481-page document presents detailed income statement, balance sheet, tax and selected items, by
major and minor industries and size of total assets. The report, which underlies the Statistics of Income--
Corporation Income Tax Retuns publication, is part of an annual series and can be purchased for $175 (is-
sues prior to 1982 are for sale at $150 per year). A magnetic tape containing the tabular statistics for 1988
can be purchased for $1,500.

® Partnership Source Book, 1957-1983, Publication 1289 -- Price $30.00

This 291-page document shows key partnership data, for 1957 through 1983, by major and minor in-
dustries. It includes a historical definition of terms section and a summary of legislative changes affect-
ing the comparability of partnership data during that period. Tables show:

o Number of partnerships o Depreciation o Payroll deductions
o Number of partners o Taxes paid deductions o Payments to partners
o Business receipts o Interest paid deductions o Net income less deficit

(A magnetic tape containing the tabular statistics for partnerships can be purchased for $300 from the
National Technical Information Service, U.S. Department of Commerce, Springfield, VA 22161.) More
recent partnership data are published annually in the SOI Bulletin.

® Sole Proprietorship Source Book, 1957-1984, Publication 1323 -- Price $95.00

This Source Book is a companion to that for partnerships, described above. It is a 251-page document
showing key proprietorship data for 1957 through 1984; data for farm proprietorships are excluded after
1981. Each page presents statistics for a particular industry. Tables show:

o Number of businesses o Taxes paid deductions o Payroll deductions
o Business receipts o Interest paid deductions o Netincome less deficit
o Depreciation
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A magnetic tape containing the tabular statistics can be purchased for $245. As with partnerships, more
recent (nonfarm) sole proprietorship data are published annually in the SOI Bulletin.

COMPENDIUMS:

® Studies of Tax-Exempt Organizations, 1974-1987, Publication 1416 -- Price $26.00

This publication presents 22 articles from Statistics of Income studies on tax-exempt organizations. The
articles emphasize important issues within the nonprofit sector, and also include several other articles
previously unpublished in the SOI Bulletin, as well as papers published in proceedings of the American
Statistical Association and the Independent Sector Research Forum. Topics featured are:

o Nonprofit charitable organizations : ’ o Private foundations and charitable trusts

(primarily charitable, religious, o Unrelated business income of exempt
educational and health organizations) organizations

® Studies of International Income and Taxes, 1984-1988, Publication 1267

This report presents information from 13 Statistics of Income studies in the international area (many of
them previously published in the SOI Bulletin), including:

o Foreign activity of U.S. corporations o Data presented by--

o Activity of foreign corporations in the - geographical area or industrial
United States activity', as well as other

o Foreign controlled U. S. corporations .+ classifiers

o Statistics related to individuals, trusts and estates

® Partnership Returns, 1978-1982, Publication 369 -- Price $22.00

This report presents previously unpublished Statistics of Income data for 1980, 1981 and 1982, as well as
data previously issued in the SOI Bulletin and in other publications. Features include:

0 Number of partnerships o Deductions ~ oData presented by--

o Limited partnerships ~ o Netincome _ - -industry
o Receipts ‘ o Capital gains - size of total assets
o Cost of sales and operations . - State

- number of partners

REIMBURSABLE SERVICES (prices dependent on thelrequest):

e Public Use Magnetic Tape Microdata Files

This includes individual income tax returns for 1978-1988. (individual income tax returns for 1966-1977
are available from the Center for Electronic Records (NNX) of the National Archives
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and Records Administration, Washington, DC 20408.) Files containing more limited data for each State
are also available for 1985. All of these files have been edited to protect the confidentiality of individual
taxpayers. Files for private foundations for 1982-1983 and 1985 -1988 and nonprofit charitable organiza-
tions for 1982-1983 and 1985-1987 are also available from the Statistics of Income Division. The in-
dividual, private foundation and charitable organization files are the only microdata files that can be
released to the public.

® Migration Data

Compilations are available showing migration patterns, from where to where, by State and county,
based on year-to-year changes in the tax return address. Data are also available for selected time periods
(according to the years in which returns were filed) between 1978 and 1988 and include counts of the
number of individual income tax returns and personal exemptions. In addition, county income totals
are available for Income Years 1982 and 1984 through 1987.

e Other Unpublished Tabulations

Unpublished tabulations are also available from Statistics of Income (SOI), including detailed tables under-
lying those published in the SOI Bulletin. Special tabulations may also be produced, depending on the
availability of SOI computer programming resources.

OTHER PUBLICATIONS:

The following Statistics of Income publications are available from the Superintendent of Documents, U.S.
Government Printing Office. For copies write:

Superintendent of Documents
U.S. Government Printing Office
Washington, DC 20402.

e Statistics of Income (SOI) Bulletin (Quarterly), Publication 1136
Stock Number 748-005-00000-5 -- Subscription price, $20.00; Single copy price, $7.50

Provides the earliest published financial statistics from individual and corporation income tax returns.
The Bulletin also includes annual data on nonfarm sole proprietorships and on partnerships, as well as
from periodic or special studies of particular interest to tax analysts and administrators and to economists.
Historical tables include data from SOI, as well as on tax collections and refunds by type of tax.

® Statistics of Income--1988, Corporation Income Tax Returns, Publication 16
Stock Number 048-004-02308-3 -- Price $11.00

This report presents more comprehensive and complete data on corporation income tax returns with
accounting periods ended July 1987 through June 1988, than those published earlier in the SOI Bulletin.
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Presents information on-- Data classified by--
o Receipts o Tax credits - industry
o Deductions 0 Assets - accounting period
o Net income o Liabilities - size of total assets
o Taxable income - size of business receipts

o Income tax

® Statistics of Income--1988, Individual Income Tax Returns, Publication 1304
Stock number 048-004-02306-7

This report presents more comprehensive and complete data on individual income tax returns for 1988
than those published earlier in the SOI Bulletin.

Presents information on-- Data presented by--
o Sources of income - size of adjusted gross income
o Exemptions - marital status

o Itemized deductions
o Tax computations
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General Statistical Information
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PROJECT

PRIMARY ANALYSTS

FREQUENCY AND PROGRAM CONTENT

Americans Living Aboard:
1991 Program

Corporation Foreign Tax Credit:
1988 Program
1990 Program
1991 Program

Corporation Income Tax Returns:
1989 Program
1990 Program
1991 Program

Environmental Excise Taxes
(Superfund) Study:

1990 Program

1991 Program

Estate Collation

Estate Tax Returns:
1989-1991 Program

Exempt Organizations Business
Income Tax Returns:
1989 Program

Charles Hicks

Karla Daronco
Maggie Lewis
Karla Daronco

Victor Rehula
Karen Gutmann
Patrice Treubert
Allison Ciark

Susan Mahler

Barry Johnson

Barry Johnson
Marvin Schwartz
Janet McCubbin

Sara Boroshok
Peggy Riley

This periodic study is conducted every 4 years (every 5 years
after 1991). It covers foreign income and taxes paid, and
foreign tax credit shown on individual income tax returns. Data
are classified by adjusted gross income (AGl) and country.

This annual study, provides data on foreign income and taxes
paid, and foreign tax credit shown on corporation income tax
returns, Data are classified by industry (all years) and country
(even numbered years).

Basic SOl program data are produced annually and cover
complete income statement, balance sheet, tax and tax
credits, and details from supporting schedules. Data are clas-
sified chiefly by industry group or asset size.

The Superfund Amendments and Reauthorization Act of 1986
(SARA) replaced the Comprehensive Environmental Re-
sponse, Compensation and Liability Act of 1980 (CERCLA)
authorizing the collection of environmental taxes, a type of
excise tax. This study, published annually, is the only source
of data that provides detailed tabulations by type of chemical.
Beginning with 1990, this program will also include data on
ozone depleting chemicals.

This periodic study links estate data for decedents and
beneficiaries. Income information for beneficiaries is available
both for years preceding and following the decedent’s death.
Information on gift tax returns is available for the last 2 years of
the decedent’s life. The most recent study is based on dece-
dents who died in 1982. The next study will be for decedents
who died in 1989,

This annual study includes information on gross estate and its
composition, deductions, and tax; and information on the age,
sex, and marital status of the decedents. Basic estate tax return
data by year in which returns are filed are produced every year.
Other statistics are available on a year-of-death basis (ap-
proximately every 3 years).

This annual study includes tabulations of *unrelated business"
income and deductions. The data file will also be linked with
the Forms 990 and 990-PF datafiles of the tax-exempt organiza-
tions and private foundations.
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PROJECT PRIMARY ANALYSTS

FREQUENCY AND PROGRAM CONTENT

Foreign Corporations:
1988 Program Bill States
1990 Program

Foreign Controlled Corporations:

1988 Program John Latzy
1989 Program

1990 Program

Foreign Recipients of U.S. Income:
1990 Program Randy Miller

Foreign Sales Corporations (FSC):

1991 Program John Bradford
Foreign Trusts:
1990 Program DeWitt Long

Individual Income Tax Return
Public Use File Mario Fernandez

Individual Income Tax Returns:
1989 Program Michael Strudler
1990 Program

Interest-Charge Domestic
International Sales Corporations

(IC-DISC):
1991 Program Kimberly Veletto
Intergenerational Wealth Martha Eller

Barry Johnson
Marvin Schwartz
Janet McCubbin

This periodic study, planned for every 2 years, provides data
on activities of foreign corporations that are controlled by U.S.
corporations. Data are classified by industry and country.

This annual study includes data on transactions between U.S.
corporations and their foreign owners. Data are classified by
country and industry.

This annual study provides data by country on income paid to
nonresident aliens and the amount of tax withheld for the U.S.
Government.

These corporations replaced the Domestic international Sales
Corporation, or DISC, as of January 1, 1985, Balance sheet,
income statement, and export-related data are tabulated an-
nually through 1987, and then on a 4-year cycle.

This periodic study, conducted every 4 years, provides data on
foreign trusts that have U. S. persons as grantors, transferors,
or beneficiaries. Data include country where trust was created,
the value of transfer to the trusts, and the year the trust was
created.

Microdata magnetic tape files, produced annually, contain
detailed information obtained from the individual SOl program,
with identifiable taxpayer information omitted to make the file
available for public dissemination, on a reimbursable basis. (In
addition to microdata files, specific tabulations from them are
produced, also on a reimbursable basis.)

Basic SOl program data are produced annually and cover
income, deductions, tax, and credits reported on individual
income tax returns and associated schedules, chiefly by size
of adjusted gross income.

These corporations replaced the Domestic International Sales
Corporation, or DISC, as of January 1, 1985. Balance sheet,
income statement, and export-related data are tabulated an-
nually through 1987, and then on a 4-year cycle.

This on-going study involves estate returns filed since the
inception of the estate tax (1916), and focuses on changes in
the concentration of wealth and the intergenerational transfer
of wealth, as well as the history of the estate tax system. The
asset composition, available demographic information, and an
analysis of beneficiaries of estates will be emphasized.

YT TR
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PROJECT

PRIMARY ANALYSTS

FREQUENCY AND PROGRAM CONTENT

International Boycott Participation:

1990 Program
1991 Program

Nonprofit Charitable
Organizations:

1988 Program

1989 Program

Nonresident Alien Estates:
1990 Program

Occupation Studies

Partnership Returns of Income:

1989 Program
1990 Program

Partnership Withholding Study
1990 Program

Personal Wealth Study:
1986 Program
1989 Program

Private Foundation:
1989 Program
1988 Program

Sales of Capital Assets:
1985 Program
1985-89 Panel Study

Melissa Redmiles

Cecelia Hilgert
Paul Arnsberger

DeWitt Long

Bobby Clark

Tim Wheeler

Kimberly Veletto

Marvin Schwartz
Barry Johnson
Janet McCubbin

Peggy Riley
Alicia Meckstroth

Stephanie Alvord
Janette Bradbury

This study, planned for every 4 years, provides data on busi-
ness operations of U. S. persons in boycotting countries, as
well as the requests and agreements to participate in, or
cooperate with, international boycotts not sanctioned by the
U.S. Government.

This annual study includes balance sheet and income state-
ment data for organizations classified as tax-exempt under
subsections 501(c)(3)-(9) of the Internal Revenue Code. The
1989 study will include data from the new Form 990-EZ. A
compendium of previously published SOl articles on tax-ex-
empt organizations was published in July 1991.

This periodic study, planned for every 4 years, provides data
on estates of nonresident aliens who had more than $60,000
of assets in the United States. The estates are subject to U.S.
estate taxation on U.S. property.

This periodic study, based on availability of outside funding,
is designed to classify individual income tax returns by occupa-
tion and to develop a dictionary of occupation titles that can be
used to enhance the economic data of many other individual
income tax return studies.

Basic SOl program data, produced annually, cover income
statement, balance sheet, and details from supporting
schedules. Data are classified chiefly by industry group.

This annual study includes data on U.S. partnership payments
to foreign partners. Data are classified by country and recipient

type.

This periodic study provides data estimates of personal wealth
of top wealthholders that are generated from estate tax return
data using the "estate multiplier* technique, in conjunction with
both filing-year and year-of-death estate databases. The most
recent data (1986) are based on returns filed from 1986 to 1988.
The next study will be preliminary 1989 data based on returns
filed in 1989 and 1990.

This annual study includes balance sheets and income state-
ments. A compendium of previously published SOI articles on
tax-exempt organizations was published in July 1991. The
1989 Study will include data on non-exempt charitable trusts.

This periodic study, to be conducted every 4 years, provides
detailed data on the sales of capital assets reported on
Schedule D, of the individual income tax return, sales of
residences and personal or depreciable business property.

7
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PROJECT

PRIMARY ANALYSTS

FREQUENCY AND PROGRAM CONTENT

Sales of Capital Assets: (continued)

Sales of U.S. Real Property
Interests by Foreign Persons:
1990 Program

Secretary’s Percentage, Foreign
Life Insurance Companies

Sole Proprietorships:
1989 Program
1990 Program

State Data:
1985 Program
1988 Program

Statistical Subscription Services:

Corporation Source Book

Migration Flow and County
Income Data

Tax-exempt Bond Issues:
1988 Program
1989 Program

Taxpayer Usage Study:
1991 Program

U.S. Possessions Corporations:
1989 Program

John Latzy

David Steigerwald

Ed Gross

Mario Fernandez

Sandy Byberg

Sandy Byberg

Marvin Schwartz

Laura Prizzi

John Bradford

A Panel Study provides the same data on capital asset trans-
actions for a subsample of the returns in the Sales of Capital
Assets basic study, but data for these same taxpayers are
obtained over a 5-year period.

This annuai study will provide data on transfers of U.S. real
property interests, when these -interests are acquired from
foreign persons. Data will include the amount realized on
transfers, U.S. tax withheld, and the country of foreign persons.

This annuat study includes data for computation of the per-
centage used in determining the income tax liability of foreign
life insurance companies with operations in the United States.

Basic SOl program data, produced annually, cover the busi-
ness receipts, deductions, and net income reported on
Schedule C (for nonfarm proprietors), by industry group.
Similar data from Schedule F (for farmers) are available on an
occasional basis.

Special tabulations of selected individual income, deduction,
and tax data by State are produced on a reimbursable basis.
(The data file for 1988 is now available.)

Annual data ‘by more detailed industry groups than are used
for regular corporation statistics are produced by asset size.

Migration flow data (based on changes in individual income
tax return addresses) and county or State income data are
available annually on a reimbursable basis.

This annual study provides information on private activity and
governmental bond issues by type of property financed, size of
face amount and State.

Basic SOl program data, produced annually, provide weekly
frequencies of specific line entries made by taxpayers, the use
of various return schedules and associated forms, and general
characteristics of the individual taxpayer population for returns
received during the primary filing season (January through
April).

This periodic study, planned for every 2 years, provides data
on income statement, balance sheet, tax, and "possessions
tax credit® data for "qualifying” U. 8. possessions corporations.
(Most of these corporations are located in Puerto Rico.)




SOME OBSERVATIONS AND
INSIGHTS

This edition of the “Bulletin Board” is
about some of the ways we have been
working to serve our customers better
during the past year. The Statistics of
Income (SOI) Division has been employ-
ing a variety of methods over the years to
elicit customer feedback and a knowledge
of customer expectations and then to share
that information with SOI staff so that it
can be used to improve service to the
customer on many levels.

One of the ways we receive customer
feedback — either comments or ques-
tions — is through the User Survey which
appears at the back of each issue of the
Bulletin. With this issue we will address
some of the questions asked by our cus-
tomers which relate to the tables at the
back of the Bulletin in the “Selected
Historical and Other Data” section. Re-
garding the expectations and concerns of
the professional user community at large,
our SOI Advisory Panel is one of several
forums that we use to explore ways and
means for making long-run improve-
ments in availability and accessibility of
SOI information. Another section of this
column will touch on some of the high-
lights of the past year’s meetings of this
group. Other customer feedback, specifi-
cally that received through our central-
ized Statistical Information Services (SIS)
office, is routinely shared with subject-
matter staff and, if necessary, subject-
matter analysts are put into direct contact
with the customer to discuss issues in
greater detail. The “Your Call” section of
this column provides a summary of the
volume of requests handled by the SIS
staff in Calendar Year 1991.

User Questions and Comments on
Bulletin Tables

Some of our users question why the
same tables (in the “Selected Historical

and Other Data” section) with the same
data are repeated in the Bulletin from
issue toissue. The firstanswer s, perhaps,
the more obvious one, namely that more
current data are available for some of the
tables less often than others. In addition,
though, we feel each issue should be self-
contained and that purchasers of single
issues of the Bulletin should also have
access to the same tables as subscribers —
therefore, the apparent repetition.

Our current planis to gradually increase
the number of tables and the amount of
data contained in at least some of them.
We welcome suggestions in this regard.
Suggestions received to date are that we
include data from the Federal Budget and
its allocation; more detaiied data about
excise taxes; historical data on nonprofit
organizations and on sole proprietorships
and partnerships by industry; more busi-
ness data by size of business receipts; an
expansion of the data obtained from indi-
vidual income tax returns; statistics pre-
sented for each line on a blank individual
income tax return; more individual in-
come tax return data by State; and data
from amended returns or showing the
effects of audit examination. The latter
suggestion will be discussed in a future
“Bulletin Board.”

One customer commitment we have
already made is to the late Joseph A.
Pechman of The Brookings Institution,
who had asked that the Bulletin keep cur-
rent certain appendix tables presented in
the 1987 edition of his Federal Tax Policy.
This has proved to be a more ambitious
and time-consuming undertaking than we
first thought because not all of the data
needed are available from Statistics of
Income tables for more recent years. Al-
though there are a number of difficulties
toovercome, itis still our goalto gradually
include more of the “Pechman tables” in
the Bulletin. We also feel strongly thatno
data series would be complete without the

explanatory footnotes that warn the user
of breaks in comparability and summarize
the reasons, particularly where tax return
data are concerned. We do not subscribe
to the “just give us the data and let us
worry about their limitations” approach.
Researching prior-year Statistics of In-
come reports to determine where and why
the breaks occurred adds to the size of this
task.

Another type of request we frequently
receive is for more percentage distribu-
tions. When we weigh these requests
against those for additional basic data
(subject to the size of the publication), we
have to conclude that we can perform
more of a service by publishing more
basic data than by publishing percentages
based on these data since customers can
readily derive percentages. On the other
hand, customers cannot so readily obtain
more of the basic data. Comments, please?

One of our other goals for the near
future is to make all of these tables (and
others) accessible to customers in a data-
base form, in which case many will be
able to make their own calculations, in-
cluding percentage distributions, from
the tabulated data. We will keep you
posted on developments along these lines
in future editions of the “Bulletin Board.”

BEHIND THE SCENES

Learning to serve customers more ef-
fectively — to better understand their
expectations and concerns — has been the
primary focus of the meetings of the SOI
Advisory Panel during the past 6 years
since this group was established. The
Panel, which is made up of academic and
other experts in taxation, economics, sta-
tistics, demography and tax law, from
both the public and private sectors, meets
twice yearly with the SOI Division Direc-
tor, FRITZ SCHEUREN, and his senior
managers, KARENCYS,MIKE LESZCZ,
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DAVE PARIS, TOM PETSKA and DAN
SKELLY,toevaluate progress to date and
to explore, among other things, ways and
means for making long-run improvements
in the availability and accessibility of SOI
information.

The emphasis of the agendas for this
past year’s two meetings was on SOI
computer modernization and quality im-
provement efforts, particularly the latter.
Thus, it was decided to hold the first
meeting of 1991, this past May, at the IRS
Ogden Service Center in Ogden, Utah, to
see many of these efforts first-hand.

Ogden was chosen because it is one of
two service centers (the other is Cincin-
nati, Ohio) where we have been convert-
ing our computer operations for all SOI
programs from a centralized system uti-
lizing a mainframe computer to a distrib-
uted processing system. We have de-
scribed this change in several previous
editions of the “Bulletin Board” (Summer
1990, Fall 1990 and Winter 1990-1991).

The melding of a group of about 35
people — nearly all of the Panel mem-
bers, representatives from the Treasury
Department’s Office of Tax Analysis
(OTA), the Congressional Joint Commit-
tee on Taxation (JCT), Revenue Canada
Taxation, along ‘with a contingent from
the SOI Division — with the Ogden staff
members who actually work on the SOI
programs proved to be very beneficial.
Not only did the participants get a tour of
the “pipeline” for administrative process-
ing of tax returns, but they also were able
to observe first-hand the various processes
involved in developing SOI products. For
example, the statistical editing of tax re-
turn data for the mainline Corporation
SOI program was demonstrated by
ROYLENE GOMILLION and KAREN
GUTMANN. Other highlights of the ses-
sion included a presentation on Ogden
Service Center (OSC) quality improve-
ment efforts by MADGE GRIMSTAD,
Chief of the SOI Section in the Document
Perfection Branchat OSC, and areview of
the status of quality improvement efforts

by TOM PETSKA of the SOI Division. In
addition, presentations were also made by
SUSAN HOSTETTER, NICK
GREENIA, and LOUISE WOODBURN,
each of the SOI Division. The overall
coordination for the meeting was handled
by CAROL JENSEN of the Statistical
Services Staff at OSC, under the leader-
ship of DOYLE HARRIS.

The fall session of the SOI Advisory
Panel saw the group return to its usual
meeting site at The Brookings Institution.
In attendance were about S0 people —the
panel members themselves, representa-
tives from OTA, JCT, the Bureau of the
Census, Revenue Canada Taxation, and
other Federal Government agencies, as
well as a number of SOI staff members,
including our Division Director and se-
nior managers. There was a very full
agenda that included status reports by the
senior managers, as well as presentations
relating to  processing issues and special
studies. SOI managers and staff members
who made formal presentations were
SUZANNE PERRY — outlining and as-
sessing future computer needs; JIM
HOBBS and JOHN GLYNN — describ-
ing recent progress in setting upa desktop
publishing system for the SOI Bulletin,
ALICIA MECKSTROTH — discussing
hospital statistics; LOUISE WOODBURN
— providing an update with ARTHUR
KENNICKELL of the Federal Reserve
Board (FRB) on a joint FRB-SOI project
involving the 1989 Survey of Consumer
Finances; BARRY JOHNSON — dis-
cussing quality review systems; TOM
PETSKA — reviewing the status of tax
shelters in the years immediately follow-
ing the 1986 tax reform; and STEPHANIE
HUGHES and FRITZ SCHEUREN —
reporting on statistical matching.

Each status report and formal presenta-
tion was followed by comments pre-
sented by a panel member who had been
assigned the topic ahead of time. These
comments led to productive interaction
among the meeting participants. They
also allowed the group to explore some
areas for future improvements, and to
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identify some specific topics for immedi-
ate follow-up. The success of this session
was also evident by the many informal
discussions that took place during the
breaks and at the end of the scheduled
meeting time.

YOUR CALL

The Statistical Information Services
(SIS) office continues to receive positive
feedback from the vast majority (if not
almost all) of the customers itserves. The
entire SIS staff is strongly customer-ori-
ented and is proud of its accomplishments
in the brief 3 years of its existence. De-
spite its success, however, this group is
continually striving to make incremental
and permanent improvements in the con-
tent and timeliness of its responses to the
thousands of requests it receives each year.
Inthe coming year, we plan to increase the
size of the staff in order to better handle
the ever-growing number of requests.
Otherimprovements will focus on changes
to the processes for handling requests.

To bring you up-to-date on what has
been happening during the past year, the
remainder of this section will provide some
summary statistics on the requests handled.
Since February 1989, when the SIS office
firststarted answering telephone and writ-
tenrequests for SOl data and publications,
the staff has received and responded to
11,589 inquiries. In the 12-month period
January through December 1991, a total
of 4,386 inquiries were handled — 3,670
were answered by telephone; written re-
sponses accounted for the other 716 re-
quests. Taking a closer look at some of the
requests, it is interesting to note that:

O the most calls—or about 17 percent
of the telephone inquiries — were
received from consultants;

O most of the written responses, how-
ever, were to private citizens —
about 23 percent of all letters sent;

O over half of the telephone calls came
from five groups: consultants;
“other” private businesses; private
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citizens; the Internal Revenue Ser-
vice, itself; and *‘other” Federal
government organizations (see the
table below);

m adifferent mix of five groups made
up about 68 percent of the written
responses: consultants; accounting
firms; “other” private businesses;
colleges and universities; and pri-
vate citizens; and

u finally, the average number of tele-
phone inquiries received per month
in 1991 (a little over 300) was only
slightly more than was received in
1990, while the average number of
letter responses written per month
in 1991 (716) was about 28 percent
higher than the previous year. (It
should be noted, however, that a
large part of this increase was due to
fulfilling requests to purchase the
recently released SOl compendium,
Studies of Tax-Exempt Organiza-
tions, 1974-1987.)

The table below summarizes the cumu-
lative inquiry count, from January through
December 1991, by type of inquirer and
type of response.

Questions about the availability of SOI
data, other statistical services, or release
dates for new publications can usually be
directly handled by the SIS staff. Inquir-
ies concerning technical details about a
project will be referred to a subject-matter
specialist in one of the SOI program
branches. The most recent list of the
names of these specialists, along with a
description of their projects, has previ-
ously been updated and published in our
Fall issue each year, and the Fall 1991
issue was no exception. However, to
further enhance the usefulness of the Bul-
letinto our subscribers, particularly single-
issue purchasers, the “Projects and Con-
tacts” list will be appearing in each issue
of the SOI Bulletin from now on.

If you have any suggestions on how we
may improve our service to you or for
general statistical information, please con-

Inquirer Telephone Letter

Total.........ereerercrcnersessenneee 100.0% 100.0%
Consultant/researcher...................... 17.2: 9.1
Accounting firm.........ccccovvveiinnnnn. 4.2 13.0
Association........c.ccecevieeeeiviieiinin 7.0 7.4
Law firM.......cccocneeniienieneeee, 2.3 8.5
Other private business..................... 8.4 12.8
College.....c.cceeviivrrriciercieeiee e, 7.1 10.6
Public library.......c.coeeevevveceeernnn. 0.5 0.6
Private citizen..........ccccooeeevevevveennanns 8.3 22.5
State/ local Government................... 6.9 4.6
Internal Revenue Service................. 15.7 1.3
Congressional..........c..coceveevueennne 7.0 24
Other Federal Government.............. 8.0 1.5
Foreign......ccccovevvvvcei e 1.1 1.0
Media......cccovvieiieeee e, 4.8 3.5
Student........cccee e, 1.5 1.3
Other....eeireteetreeeer et 0.1 0.0
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tact our Statistical Information Services
office on (202) 874-0410. As its name
implies, this Office is best able to answer
questions about data. It is not the place to
call to obtain tax forms or information
about the status of an individual’s tax
refund or audit examination. Also, all
requests from the media should be di-
rected to the IRS Public Affairs Office on
(202) 566-4024.

UPCOMING FEATURES

The following are some of the articles
planned for inclusion in upcoming issues
of the SOI Bulletin:

8 Individual Income Tax Returns,
Preliminary 1990;

& Foreign Recipients of U.S. Income,
1989;

® Partnerships, Partners, and Tax
Shelters, 1989;

m Corporate Foreign Tax Credit,
1988;

B Average and Marginal Tax Rates,
1988;

m Foreign Corporations with U.S.
Operations, 1988; and

® Nonresident Alien Estates, 1986.

An upcoming feature of our “Data Re-
lease” section will present tables on For-
eign Sales Corporations for 1987. How-
ever, unlike pastreleases, these tables will
not be followed up with a feature article on
the subject in a subsequent issue of the
Bulletin.




Individual Foreign Earned Income and Tax Credit, 1987

By Lissa Redmiles*

For 1987, U.S. taxpayers excluded a total of $6.4 billion
of net foreign earned income and “excess” housing
expenses from their U.S. gross income on approximately
171,000 U.S. individual income tax returns. In addition,
taxpayers used the housing deduction to increase their
total adjustments to U.S. gross income by almost $17
million of foreign housing costs. Taxpayers also used the
foreign tax credit to reduce their U.S. individual income
tax before credits by $1.0 billion on about 561,000 U.S.
income tax returns.

The total foreign earned income exclusion claimed
rose 6.7 percent between 1983 and 1987 while the total
foreign tax credit claimed increased by 67.9 percent [1,
2]. The foreign tax credit has continued to increase after
a steep decline in the early 1980’s (see Figure A) [3, 4].

BACKGROUND

The foreign earned income exclusion was originally
passed by Congress in 1926 to encourage U.S. exports
andto make the tax burden of U.S. citizens abroad more
equitable with the tax burden of U.S. citizens at home. It
allowed allU.S. citizens who lived abroad for 6 months or
more to exclude all of their foreign earnings from their
U.S. gross income. In subsequent years, Congress
passed several enhancements and restrictions. The
most significant was the Foreign Earned Income Act of
1978. This Act addressed the complaints of U.S. compa-
nies operating in high cost, low tax jurisdictions (primarily
in the Middle East) by permitting U.S. individuais to
deduct certain expenses, like “excess” housing costs, in
addition to their foreign earnings.

Figure A
Individual Foreign Tax Credit, 1977-1987

Billions of dollars

14

02 +

1977 1979 1981

Tax Year

4

1983 1985 1987

*Foreign Returns Analysis Section. Prepared under the direction of Chris Carson, Chief. 13
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To qualify for the foreign earned income exclusion for
1987, individuals had to satisfy either the bona fide
residence test orthe physical presence test. Abona fide
resident was any U.S. citizen who resided in a foreign
country for the entire tax year. A U.S. citizen or resident
who maintained a tax home abroad for at least 11 months
out of a consecutive 12 month period qualified under the
physical presence test.

For 1987, foreign earnings eligible for the exclusion
included salaries and wages, pro rata shares of foreign
partnership income, and certain business income and
other compensation, like housing and meals. Pensions,
annuities, compensation from the U.S. Government, and
income received more than 1 year after services were
performed were not available for exclusion. Foreign
earnings had to be reduced by meals and lodgings
provided by employers for their convenience and could
not exceed $70,000, or the ratio of the number of days in
the foreign country divided by the number of days in the
tax year (generally 365) multiplied by $70,000.

“Excess” housing costs for 1987 were housing costs
which exceeded $19.48 multiplied by the number of days
in the foreign country, subject to alimitation based on the
amount of employer-provided housing expenses. Those
housing costs which surpassed the latter limitation could
be used as a housing deduction to increase the Form
1040, U.S. Individual Income Tax Return, total adjust-
ments to the gross income (see the Explanation of Se-
lected Terms section).

The foreign tax credit was first enacted in 1918 to
eliminate double taxation of foreign-source income. Since
the United States taxes its citizens on their worldwide
income, the 1918 law enabled taxpayers to credit their
foreign taxes against their U.S. income tax liability,
subject to a limitation. This limitation prevented taxpay-
ers from using taxes paid in a relatively high-tax rate
country to offset taxes paid on their U.S.-source income.
Foreign taxes paid on income excluded under the foreign
earned income exclusion provisions could not be cred-
ited.

Later modifications of the law required a separate
limitation calculation on certaintypes of income. Afterthe
Tax Reform Act of 1986, these types of income are:
passive, high withholding tax interest, financial services,
shipping, dividends from Interest-Charge Domestic Inter-
national Sales Corporations (IC-DISC’s), distributions
from Foreign Sales Corporations (FSC’s), noncontrolled
Internal Revenue Code section 902 corporation divi-
dends, and all other income (for which a general limita-
tion applied).

Passive income generally includes dividends, interest,
rents, royalties, and annuities. High withholding tax
interest is interest income subject to a gross withholding
tax of 5 percent or more. Financial services income
includes income from active banking or financing and
certain insurance income. Shipping income is income
from foreign-based shipping companies. IC-DISC divi-
dends represent the proportion of the IC-DISC dividends
which are foreign-sourced, while FSC distributions are
derived from earnings and profits attributable to foreign
trade income, or from qualified interest and carrying
charges [5]. Section 902 corporation dividends are
dividends from foreign corporations which are at least 10
percent owned but not more than 50 percent owned by
a U.S. person. Otherincome is any active business and
employment income. Taxes paid in excess of the
limitations can be carried back 2 years and then forward
up to 5 years.

GROSS FOREIGN EARNED INCOME

For 1987, U.S. individuals reported a total of $8.2 billion
of gross foreign earned income (see the Explanation of
Selected Terms section), a 14.0 percent increase from
1983. Salaries and wages comprised the majority of this
income, 71.4 percent, while allowances, reimburse-
ments, or expenses paid by the employer accounted for
19.3 percent. Those employed in business management
earned the largest percentage, while those employed in
the construction and engineering industries reported the
second largest (see Figure B). The average gross foreign
earned income was approximately $48,000. Most of the
gross foreign earned income (80.0 percent) was earned
by taxpayers with an adjusted gross income (see the
Explanation of Selected Terms section) of less than
$100,000. Those taxpayers who qualified for the exclu-
sion as bona fide foreign residents (having lived in a
foreign country for the entire tax year) were responsible
for 71.0 percent of the total “net” foreign earned income
(see the Explanation of Selected Terms section).

FOREIGN EARNED INCOME EXCLUSION AND
HOUSING DEDUCTION

For 1987, taxpayers claiming the foreign earned in-
come exclusion used it to reduce their total pre-exclusion
income by 57.8 percent. The average exclusion was
almost $38,000. Forty-six percent of those claiming the
exclusion had no U.S. income tax liability after taking the
exclusion and any applicable tax credits.

The housing exclusion comprised $468 million, or 7.3
percent, of the total exclusion claimed. The average
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Figure B
Total Gross Foreign Earned Income, by
Occupation, 1987
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housing exclusion for those taxpayers who claimeditwas
$16,700. Some taxpayers also took the housing deduc-
tion. The average housing deduction for these taxpayers
was approximately $9,300.

GROSS FOREIGN-SOURCE INCOME

Gross foreign-source income, reported in order to
claim the foreign tax credit, differs from gross foreign
earnedincomeinthatitis allincome earnedoutside of the
United States, regardless of the taxpayer's home. (Indi-
viduals who resided abroad could either deduct their
earnings from their total income through the foreign
earned income provisions or could credit the foreign
taxes paid on that income using the foreign tax credit
provisions.)

Gross foreign-source income grew 67.2 percent, from
about $4.2 billion for 1983 to $7.1 billion for 1987. Part
of thisincrease may be attributable to the Tax Reform Act
of 1986, which decreased the limitation on the foreign
earned income exclusion from $80,000to $70,000. More
importantly, the 1986 Tax Reform Act lowered the U.S.
tax rates, thereby making foreign tax rates comparatively
higher. Since foreign .axes in excess of the limitation can
be carried back 2 years and then forward for 5 subse-
quent years, itmay be more beneficial for taxpayers living
abroad to choose the foreign tax credit rather than the

foreign earned income exclusion when the effective
foreign tax rate is higher than the U.S. rate [6].

The average gross foreign-source income was about
$13,700, about 9.7 percent of the total worldwide income
of the taxpayers claiming the foreign tax credit. Eighty-
one percent of this income was reported as general
limitation income and 16.0 percent was reported as
passive income.

FOREIGN TAXES AND FOREIGN TAX CREDIT

The foreign taxes available for credit grew from $1.1
billion for 1983 to $1.9 billion for 1987, or by nearly two-
thirds. The total foreign tax credit claimed for 1987, $1.0
billion, was 54.8 percent of the total foreign taxes avail-
able forcredit. It constituted 17.4 percent of total credits
claimed by all individual taxpayers and thus was the
second largest credit. Most of the foreign tax credit (74.0
percent) was claimed by taxpayers whose adjusted gross
income was $100,000 or more. Ninety-five percent of all
taxpayers claiming the foreign tax credit were still liable
for U.S. taxes. The average foreign tax credit was
approximately $1,800. It reduced the U.S. income tax
liability of those who claimed it by 6.1 percent.

SUMMARY

For 1987, over 171,000 taxpayers excluded a total of
$6.4 billion of net foreign earned income and “excess”
housing expenses from their U.S. gross income, while
over 561,000 taxpayers claimed foreign tax credits which
amountedto $1.0billion. The total foreign earnedincome
exclusion claimed rose 6.7 percent from 1983 to 1987,
while the total foreign tax credit claimed increased by
67.9 percent. The average gross foreign earned income
of those claiming the exclusion was $48,000. The
average gross foreign-source income of those claiming
the foreign tax credit was $13,700 and the average
foreign tax credit was about $1,800. The total foreign tax
credit decreased the U.S. income tax of those taxpayers
who claimed it by 6.1 percent, while the total foreign
earned income exclusion reduced the gross income of
the individuals who claimed it by 57.8 percent.

DATA SOURCES AND LIMITATIONS

The 1987 data presented in this article are based on a
sample of individual income tax returns, Forms 1040,
processed during Calendar Year 1988, with a foreign tax
creditoran attached Form 2555, Foreign Earned Income
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Exclusion. Foreign-source income and taxes are
underreported in this article to the extent that these
amounts were not adequately reported on Form 1116,
Individual Foreign Tax Credit, to support the foreign tax
credit claimed on Form 1040. Thisincludes about 43,000
Forms 1040 with a foreign tax credit for which no Form
1116 was attached.

About 3.9 percent of the sampled returns with aforeign
tax credit and 12.3 percent of the sampled returns with a
Form 2555 attached were for tax years prior to 1987.
Such returns were included as a representation of 1987
returns filed after December 31, 1988, and thus not
included in the 1987 statistics. However, as some
taxpayers needed more time to adjust to the changes
made in the 1986 Tax Reform Act, there were a greater
number of 1986 returns filed late than expected for 1987.
Thus, this representation is slightly exaggerated. The
sampled returns used for the statistics do not reflect
adjustments made during audit examination which deter-
mines the acceptability of the foreign income and taxes
reported.

The sample was stratified based on total income or loss
and the size of business plus farm receipts, and the
presence or absence of: Form 2555, Foreign Earned
Income Exclusion; foreign tax credit; Schedule C, Profit
(orLoss) from a Business or Profession; and Schedule F,
Farm Income and Expenses. For a general description
of the sampling procedures and data limitations of
Statistics of Income tabulations, see the Appendix to this
report.

EXPLANATION OF SELECTED TERMS

Adjusted gross income.—This is U.S. gross income
less total adjustments.

Gross foreign earned income.—This is income re-
ported on Form 2555 to calculate the foreign earned
income exclusion. It includes salaries and wages,
noncash income (such as meals and transportation),
allowances, and reimbursements or expenses paid by
the employer for services performed in a foreign country.
It also includes business, professional, and partnership
income.

Net foreign earned income.—This is gross foreign
earned income less meals and lodging provided by the
employer for the convenience of the employer.

Total adjustments.—These are adjustments subtracted
from U.S. gross income to determine adjusted gross
income. For 1987, they included employee business
expenses, deductions for Individual Retirement Arrange-
ments (IRA’s), self-employed health insurance deduc-
tions, Keogh self-employed retirement plan deductions,
penalties from early withdrawal of savings, alimony paid,
and the Form 2555 housing deduction.

U.S. gross income.—This is the worldwide gross in-
come reported on Form 1040 before adjustments and
deductions are subtracted. The foreign earned income
exclusion is reported as negative “other” gross income.

NOTES AND REFERENCES

[1] Datainthisarticle are comparedto 1983 because this
is the last year for which statistics are available.

[2] Statistics comparing data between 1983 and 1987
should be viewed with caution due to the bias in the
number of prior year returns used to represent late
filers for the 1987 statistics. See the Data Sources
and Limitations section. This bias is considered
minimal.

[3] There are slight differences between the statistics
published here and those published in Statistics of
Income—1987, Individual Income Tax Returns, be-
cause returns with a Form 2555 attached were
sampled at a higher rate for the data that appear in
this article to assure adequate sample size.

[4] Datafor all taxpayers who fileda Form 1040 for 1987
cited in this article are taken from Statistics of In-
come—1987, Individual Income Tax Returns.

[5] Foramore detailed explanation of IC-DISC'’s, Interest
Charge Domestic International Sales Corporations,
andFSC's, Foreign Sales Corporations, see Redmiles,
Lissa, “Corporate Foreign Tax Credit, 1986, Statis-
tics of Income Bulletin, Fall 1990, Volume 10, Number
2.

[6] Price Waterhouse, U.S. Citizens Abroad, Price
Waterhouse World Firm Limited 1987, p. 15.
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Table 1.—-All Returns with a Foreign Tax Credit: Sources of Income, Deductions and Tax Items, and Foreign Income, Taxes and Credit, by Size of Adjusted

Gross Income

[All figures are estimates based on samples--money amounts are in thousands of dollars]

Number Adjusted Salaries Other net Section Total Section Total Total Income tax
Size of adusted gross income of gross Total income and income N statutory M itemized standard Exemptions Taxable before Total credits
retumns income wages (less loss) | exclusion(s} | adjustments deduction deductions deductions income credits
() 2 3 4 ()] (6} ) (8) 9 (10} (1) (12) (13) (14)
All returns, total 561,109 72,482,968 | 73,432,440 | 29,833,898 | 605,212 2,037,269 949,473 8,437 12,802,408 677,348 2,352,191 | 56,681,863 16,996,304 | 1,120,928
Under $10,000" 31,752 181,596 188,168 113,241 6,833 52,228 6,572 - 10,822 55,924 37,244 89,433 13,106 2,716
$10,000 under $25,000 91,793 1,655,154 1,696,291 817,584 18,181 268,552 41,137 583 216,373 248,561 301,598 891,222 127,034 22,956
$25,000 under $50,000. 130,565 4,866,338 4,991,830 | 2,882,053 18,665 455,108 125,492 2,176 715,167 195,925 527,349 3,433,785 614,732 96,826
$50,000 under $70,000... 82,601 4,942,475 5,020,949 | 3,023,885 39,558 270,558 78,473 206 795,444 84,778 388,258 3,675,095 777,344 51,790
$70,000 under $100,000. 76,138 6,336,865 6,423,145 | 3,488,780 49,189 343,448 86,280 1,605 1,058,216 63,027 348,797 4,870,759 1,219,426 110,972
$100,000 under $200,000. 86,335 11,919,263 | 12,149,878 | 5,925,749 109,527 416,318 230,615 2,130 2,240,401 23,909 430,549 9,227,371 2,631,601 227,585
$200,000 under $500,000. 43,081 13,176,829 | 13,398,288 | 5,716,643 152,776 194,985 221,359 1,454 2,449,949 4,634 220,420 | 10,503,989 3,429,291 245,356
$500,000 under $1,000,000. 11,773 8,059,150 8,139,290 | 3,072,018 78,013 27,523 80,141 86 1,400,436 400 61,242 6,588,552 2,239,205 101,040
$1,000,000 or more.. 7,07 21,345,198 | 21,424,600 | 4,793,946 146,136 8,539 79,402 196 3,906,601 189 36,735 | 17,401,657 5,844,564 261,687
Taxable retur 533,514 71,701,463 | 72,640,016 | 28,992,749 | 594,940 1,804,564 938,553 6,531 12,725,700 622,771 2,208,021 | 56,164,792 16,891,455 | 1,016,079 —-—
N ble retur: 27,595 781,505 792,424 841,148 10,272 232,695 10,920 1,906 76,708 54,576 144,170 517,070 104,849 104,849 -
Foreign source income and taxes %
Foreign Income tax Total Gross Total Expenses Pro rata Losses Gross foreign | Net foreign Foreign Taxes on a.'
Size of adjusted gross income tax after tax Number of foreign deductions directly share of from source source taxes dividends, Other c
credit credits liability returns source and allocable to | non-allocable foreign taxable taxable paid or rents, royalties, |foreign taxes o
income losses foreign income| deductions source income income accrued and interest -
(15) (16) (47 (18) (19) (20) (1) (22) (23) (24) (25) (26) (27) (28) m
All returns, total 1,036,270 | 15,875,349 | 16,360,854 | 518,350 | 7,097,249 1,562,240 971,457 §76,976 13,828 5,635,009 | 5,523,318 1,806,062 162,595 1,643,472 2
Under $10,000.........cccniimiiiiniiees 2,665 10,381 12,313 29,959 65,180 10,671 4,087 8,140 -1,548 54,509 53,374 16,395 1,331 15,062 (13
$10,000 under $25,000. 21919 104,073 114,244 84,840 417,282 85,709 45,900 39,582 230 331,572 330,414 89,386 11,934 77,454 5'
$25,000 under $50,000.... 95,128 517,896 545,259 119,388 1,089,114 267,146 174,515 90,111 2,522 821,967 820,007 252,719 22,773 229,933 3
$50,000 under $70,000 45717 725,563 756,211 72,996 450,017 85,044 43,640 40,821 586 364,973 364,260 125,187 8,279 116,921
$70,000 under $100,000. 104,250 1,108,452 1,149,995 69,147 720,804 125,731 60,310 64,471 952 595,073 592,496 209,471 18,459 191,013 5
$100,000 under $200,000... 218,830 2,404,016 2,522,093 81,969 1,229,7